OPERATIONS COMMITTEE

 JULY 17, 2002

SUBJECT:
WORKERS’ COMPENSATION ANCILLARY HEALTH CARE SERVICES

ACTION:
APPROVE CONTRACT AWARD FOR WORKERS’ COMPENSATION ANCILLARY HEALTH CARE SERVICES

RECOMMENDATION
Authorize the Chief Executive Officer to award a five-year unit rate contract with EOS Group, to provide Ancillary Health Care Services for the MTA’s self-insured Workers’ Compensation Claims Program, in an amount not to exceed $12,273,414, inclusive of two one-year options. 

Description

1) Vocational Rehabilitation- services include assessment of Qualified Injured Worker status, preparation of job analysis for individual cases, development and monitoring of rehabilitation plans for employees determined to be qualified injured workers with the specific intent of returning the employee to gainful employment. Services will also include development of specific comprehensive detailed job descriptions for functional capacity and essential job functions of specified occupations.

2) Medical, Pharmacy Bill Review and Preferred Provider Network- The review process shall include but is not limited to the application of the Official Medical Fee Schedule for California Workers’ Compensation, and usual and customary schedules.  Bill review services shall include both scheduled and non-scheduled services as well as in-patient and outpatient hospitalization bill review.   Preferred Provider discounts will be utilized where appropriate. PPO discounts are networks that bill below the fee schedule or usual and customary amount by contract of the vendor.

3) Medical Case Management- Services include process specialists (RNS) to expedite the employee’s return-to-work and coordinate with MTA and their injured employees to provide appropriate medical treatment, thereby mitigating medical, indemnity, disability and litigation expenses.

4) Lien Resolution- The service is for the resolution of disputed medical bills that are going to hearing at the Workers Compensation Appeals Board (WCAB) for resolution. The Bill Review Services will have available representatives to appear at WCAB proceedings to testify regarding the bill review reductions. 

RATIONALE

Workers’ Compensation benefits provided by state law, include but are not limited to medical treatment, including diagnostic tests, provision of durable medical equipment and prescription medications. Beyond the mandatory benefits, best practices in management of workers’ compensation cases include all the services listed above. The costs of physician services, physical therapy, prescription drugs, and hospitalizations are subject to the Official Medical Fee Schedule, which is established by the Division of Workers’ Compensation, State of California.  Providers of such services are not required to bill at the fee schedule rate, however employers are required to pay at the fee schedule rate.  Consequently, billings for such services must be reviewed for appropriate application of fees charged.  Time frames for payment and objections are specified in the California Labor Code, with penalty provisions for failure to meet the specified time frames.  Due to the technical nature of medical services and the myriad of coding options and potential for penalties, the services of an organization qualified to perform this type of audit is a crucial component of our cost control efforts.

Medical Management oversight is considered “best practices” for cost containment and reduction of lost workdays.  MTA feels that these services, performed by licensed medical professionals, will enhance the Workers’ Compensation program by ensuring quality medical treatment to injured employees, reducing costs by eliminating unnecessary medical treatment and procedures and by effecting early return to work. 

FINANCIAL IMPACT

Payments for ancillary services for all claims will be paid from the workers’ compensation claims' reserves on the MTA balance sheet.  The annual expense for workers’ compensation costs, including investigation costs for current year claims, are included in the FY 03 budget in cost center  # 0531, Line Item 50291, workers’ compensation costs.  Since this is a multi-year contract, the cost center manager and Executive Officer will be accountable for budgeting the costs of these services in future years. 
ALTERNATIVE CONSIDERED

Staff considered hiring qualified professionals to perform some of the ancillary healthcare services in-house.  In fiscal year 2001, MTA’s workers’ compensation claims administrator reviewed over 40,000 medical bills.  Typically the review involves a software application that matches the medical treatment against the fee schedule.  The invoices are to be adjusted and payments must be made within specified timelines to avoid penalties.  Due to the number of invoices to be reviewed and the need for specialized software application, staff rejected the option of performing this service in-house.

Another alternative considered was to hire in-house vocational rehabilitation professionals.  However, this alternative was rejected because the injured worker has the option to reject the MTA’s vocational rehabilitation representative and thus, full-time work cannot be guaranteed.  

Licensed medical professionals on staff could perform medical case management, however the anticipated volume would require more than one medical professional on staff.  This alternative was rejected because of the associated cost of the qualified professionals as well as the added malpractice exposure to the MTA.

ATTACHMENT
A.  Procurement Summary

Prepared by:
Joyce Schulman, Claims Manager, Risk Management 

______________________________

Richard Brumbaugh

Chief Financial Officer

______________________________

Roger Snoble

Office of the Chief Executive Officer

BOARD REPORT ATTACHMENT A

PROCUREMENT SUMMARY 

WORKERS’ COMPENSATION ANCILLARY HEALTH CARE SERVICES

	1. 
	Contract Number: PS 5310-1124

	2. 
	Recommended Vendor: Employer and Occupational Services Group, Inc.

	3.
	Cost/Price Analysis Information:

	
	A. Bid/Proposed Price:

$12,701,244.00*

*Mileage at $.345 is in addition to extended Unit Rates.
	Recommended Price:

$12,187,164.00

$       86,250.00*

$12,273,414.00

*An allowance of $86,250 has been added to the proposed amount for anticipated mileage. Mileage is priced at $.345 per mile.

	
	B. Details of Significant Variances are in Attachment A-1.D

	4. 
	Contract Type: Unit Rate

	5. 
	Procurement Dates: 

	
	A.  Issued: November 27, 2001

	
	B.  Advertised: November 29, 2001

	
	C.  Pre-proposal Conference:  December 12, 2001

	
	D. Proposals Due: January 10, 2002

	
	E. Pre-Qualification Completed:  May 8, 2002

	
	F. Conflict of Interest Form Submitted to Ethics: May 8, 2002

	6. 
	Small Business Participation:

	
	A.  Bid/Proposal Goal:

      25% DBE
	Date Small Business Evaluation Completed:

June 19, 2002

	
	B. Small Business Commitment: 25% Details are in Attachment A-2

	7. 
	Invitation for Bid/Request for Proposal Data:

	
	Notifications Sent:

44
	Bids/Proposals Picked up:

47
	Bids/Proposals Received:

7

	8. 
	Evaluation Information:

	
	A. Bidders/Proposers Names:

EOS GROUP

DIVERSIFIED HEALTH SERVICES

GENEX 

LIEN ON ME

TRISTAR

ASI

ONE CALL MEDICAL

* Note: Prices proposed are based on a cost model based on the anticipated annual usage for services. 
	Total 5 yr Unit Price Amount:

$12,701,244.00
$11,649,060.00

$12,488,166.00

$16,037,460.00

$19,059,720.00

Not Responsive

Not Responsive
	Total 5 yr Unit Price Amount with mileage added: 

$12,787,494.00

$11,735,310.00

$12,574,416.00

$16,123,710.00

$19,145,970.00


	
	B. Evaluation Methodology:  Explicit Factors Details are in Attachment A-1.C

	9. 
	Protest Information:

	
	A.  Protest Period End Date:  July 23, 2002

	
	B.  Protest Receipt Date: TBD

	
	C.  Disposition of Protest Date:  TBD 

	10. 
	Contract Administrator:

Linda C. Wasley
	Telephone Number:

922-4186

	11. 
	Project Manager:

Roobik Galoosian
	Telephone Number: 

922-4976


BOARD REPORT ATTACHMENT A-1

PROCUREMENT HISTORY

WORKERS’ COMPENSATION ANCILLARY HEALTH CARE SERVICES

A. Background on Contractor
Employer and Occupational Services Group, Inc. (EOS Group, Inc.) a Health Net, Inc. company with offices in Irvine, California was founded in 1985 to specialize in Workers’ Compensation Claims Management.  EOS provides an integrated platform of bill review, pharmacy, and durable medical equipment. EOS has provided services to the County of Riverside for 15 years, County of Santa Clara for 3 years, County of Alameda for 5 years and Pacific Gas and Electric for 11 years. 

B. Procurement Background

This is a negotiated procurement for Workers’ Compensation Ancillary Health Care Services using the explicit factors evaluation methodology.  
The Request for Proposal required vendors to propose unit rates for services that will be needed for this contract.  The Unit Rates proposed were extended via a cost model developed by the Risk Management Department to reflect a reasonable anticipation of hours and quantities of services that may be required on an annual basis based on MTA’s historical requirements.  The MTA has not entered into a single agreement for the package of services requested in this procurement in recent history, therefore, historical statistical documentation is limited.  

Diversity & Economic Opportunity Department (DEOD) recommended a Disadvantaged Business Enterprise (DBE) goal of 25%.
C. Evaluation of Proposals
The 7 proposals were evaluated in accordance with the MTA Procurement Policies and Procedures Manual.  One proposal did not meet the minimum requirements and was not considered beyond the preliminary evaluation.  One proposal did not meet the terms for pricing and could not be considered in the final evaluation. The technical qualifications of the remaining 5 proposers were evaluated and scored based on a review of the proposals, clarifications, and reference check information.  The scores for price proposals were then factored into the final score. 

While EOS received the highest score in the evaluation, they are not the lowest priced proposer. The negotiated proposal pricing (see Recommended Price, Attachment A) received from EOS is $538,104 (4%) higher than the next highest rated proposer (Diversified Health Services) based on the cost model used. EOS, however, scored considerably higher in the technical evaluation than did Diversified. Further, several of the prices proposed by Diversified are questioned on the basis of price reasonableness. The unit prices proposed for Project Management and for Medical Bill Review are considerably lower than other prices received and are outside the expected range. The pricing received from EOS is supported by the MTA’s independent estimate. Considering all the evaluation factors, EOS is the recommended proposer on the basis of their realistic price and their clear technical expertise and experience. The Worker’s Compensation services required by the MTA require proven expertise and demonstrated knowledge of the California Labor Code. The recommended contractor’s proposal was determined to be most advantageous to the MTA, price and other factors considered.  

D.  Cost/Price Analysis Explanation of Variances

The recommended unit rates have been determined to be fair and reasonable based upon adequate competition and fee schedules determined by the California Code of Regulations, Title 8, Section 10132.  It was not possible to estimate the amount of mileage or number of miles that will be driven by the field case workers, therefore, a mileage contingency was added to the proposed total billed at $0.345 per mile.  

BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS

WORKERS’ COMPENSATION ANCILLARY HEALTH CARE SERVICES
PRIME CONTRACTOR – EOS GROUP
Small Business Commitment


Other Subcontractors
Total Health Care                11%                  Brigante and Hardaker Vocational Rehabilitation

Lien On Me

         14%

Total Commitment
25%  
Reduced Fare ID Cards

2



